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*CROW’'S NEST PASS ELECTRIC LIGHT & POWER 
COMPANY LIMITED 


MORRISSEY, FERNIE & MICHEL RAILWAY COMPANY 
THE CROW’S NEST PASS OIL & GAS COMPANY, LIMITED 
FERNIE EQUIPMENT COMPANY LIMITED 
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KNIGHT LUMBER COMPANY LIMITED 
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ST. MARYS LUMBER CO. LTD. 

CROWS NEST FOREST PRODUCTS COMPANY LIMITED 
CROWS NEST PLYWOODS LIMITED 

KOOTENAY AND ELK RAILWAY COMPANY 


*Principal assets purchased by B.C. Hydro and Power Authority 
December 31, 1968 
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1968 1967 1966 1965 

Sales of all products:2-.24.,. ee $12,001,891 $15,965,891 $14,070,916 $13,072,834 
Net profit and special credits.......... $77 479,449 $ 380,964 S554 512 $ 1,085,898 | 
Profit per common share* 

From, operations: 44.0 ene 66¢ 52¢ 65¢ 68¢ 

Special credits... ewe ene — _ 12¢ 83¢ 

Total. el ae ee ee 66¢ 52¢ 77¢ $1.51 
Common shareholders’ equity*........ $17,142,497 $10,102,823 $10,235,615 $10,146,722 
Equity per common share*............ $23.45 $13.91 $14.12 $14.12 
Dividends: declared*:.. 333) (i ae $ 548,025 $ 544,256 $ 540,619 $2%-591,756 
Dividends per common share......... 75¢ 75¢ 75¢ 75¢ 
Depreciation and depletion............ $ 637,450 $:.1,134/975 $ 1,318,585 $ 1,184,957 
Capital expenditures.................. $ 2,394,660 $ 1,089,638 $ 1,803,848 $ 2,848,548 
Working capitalicee nome eee $ (766,024) $24/2,797 $ 888,041 $ 1,246,482 
Production —- coal (tons)............... 142,919 946,224 837,460 767,035 
Production - coke (tons)............... 22,380 144,147 154,999 142,468 
Production - breeze (tons)............ 2,318 15,016 16,544 15,028 
Production - Lumber (fbm)............ 39489957 A7,831,935 68,813;323 68/379,793 
Production = oil (bbls)-..5 eas 205,728 191,174 170,008 182,933 
Number of employees at year end..... 344 818 830 935 
Common shares at year end 

Number outstanding................ 193,225 788,600 786,725 780,475 

Percentage held by Canadians...... 24% 24% 28% 22% 

SubSidiaries:/7 nog42 oe wi ane 8% 8% 8% 8% 

Other 3. basset Saereme i can eat 68% 68% 64% 70% 
Number of shareholders at year end 

Canadianiinc)..cater ies eer mene 252 305 364 SLE 

OTE 0, 2g einen en ae eee Tt 261 253 219 314 


*Excluding shares held by subsidiaries. 


1964 
$ 8,868,843 
$ 1,061,762 


69¢ 
79¢ 
$1.48 
$ 9,569,615 
$13.38 
$ 536,340 
75¢ 
$ 795,570 
$ 2,518,488 
$ 2,192,182 
834,234 
131,689 
12,518 
24,275,253 
224,063 
823 


ALT L/D 
17% 

8% 
75% 


247 
355 


1963 
$ 8,580,081 
$: 720,389 


$1.01 
$1.01 

$ 9,044,193 
$12.65 


$ 549,503 ’ 


75¢ 
$= 7/3,931 
$ 510,036 
$ 2,109,941 
756,284 
134,370 
11,395 
Lipo, 509 
230,492 
754 


777,170 
12% 

8% 
80% 


201 
403 
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Symbol of the increased tempo of construction in the East Kootenays during 
1968 is this 135-feet high burner on the site of CNI’s new mill complex at Elko. 


Management’s Report to the Shareholders 


Thomas F. Gleed, Chairman. 


February, 1968 marked a milestone 
in the history of your company and the region 
it serves. 

As detailed more fully in last year’s 
report, it was then that Crows Nest Industries, 
after a world-wide search for the financial 
and technical expertise required to turn idle 
coal reserves into a form beneficial to the 
entire economy of British Columbia, turned 
the reins of its mining operation over 
to Kaiser Coal Limited. 

By formal agreement, Kaiser acquired, 
for shares and other payments, the coal and 
coking operations of Crows Nest Industries, 
including a subsidiary company, Balmer Mine 
Limited, and the major coal reserves 
under a portion of our property. 

The successful conclusion of this 
agreement underscores shareholder 
confidence in management during the $3%4 
million investment in research and 
development required to solve mining, 
transportation, and marketing problems. 

In the swift months following, the 
Crows Nest region has come to enjoy a 
standard of prosperity too long denied. 

Most dramatic has been the immediate 
upswing in capital investment in the area, 
coupled with improvement in the tax base and 
a sharp increase in housing starts and 
commercial construction. These, incidentally, 
have had the pleasant side effect of 
stimulating the local market for our 
timber products. 
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Your company, as a major landholder in 
the region, has cooperated with this growth 
by making necessary land available to Fernie 
and Sparwood at moderate cost. 

Government assistance to the western 
mining industry, in the form of transportation 
subsidies during critical years, has proved 
a sound investment in the economic health of 
British Columbia. This support allowed 
Crows Nest to remain a payer of taxes and 
royalties - some $17 million since 1897 - 
and a provider of jobs. It allowed shareholders 
to continue to risk their capital in assuring 
a world market for Canadian coal. 

Crows Nest’s sustained confidence in the 
future of its communities is further 
demonstrated by its investment in youth 
through an established scholarship program, 
and material support of the recreational 
and civic activities of our area. 

Sale of the coal reserves focused our 
thrust on development of our other resources, 
timber and non-ferrous metals. 

Programming for the most modern mill 
of its kind in British Columbia - the first 
designed specifically to conform to the close 
utilization policies established by Provincial 
Lands, Forests and Water Resources Minister, 
R. G. Williston - culminated in start-up 
of the new integrated Elko forest products 
complex on December 21. 

By completion of second phase 
construction, estimated for May, 1969, the 


' new mill will have a potential of 135 million 


board feet a year of dimension lumber and 
boards, more than double our present 
capacity. Two-thirds of this output will be 
kiln-dried. Operations at Natal, old Elko, 
and St. Mary’s are being phased out. i 


New Elko mill complex, built on a flat 
plateau at the southern end of the Company's 
property, permits consolidation of all forest 
products operations at one location. 


Development of Crows Nest coal reserves is being accomplished in a $75 million capital program of Kaiser Coal Ltd., 
centered at this construction site on the slope of Baldy Mountain, just north of Sparwood, B.C. 


} 


This highly automated Elko installation, 
with its expanded production and ability to 
handle logs down to a size previously 
uneconomic, will be a major source of 
employment in the area, providing jobs for 
almost twice as many men - namely 450 by 
the summer of 1969 - as had previously been 
engaged in our Forest Products Division. 

Crows Nest continues to meet Provincial 
requirements necessary to assure us ample 
supplies of spruce and pine from the 
Fernie and Cranbrook Sustained Yield Units. 

For 72 years, Crows Nest has been part 
of an industry which has been the economic 
cornerstone of British Columbia - the 
development of natural resources. As such, 
we have been, and continue to be, guided 
by the knowledge that conservation - the 
balanced use and harvest of resources - 
is not only good citizenship, but good 
business. It remains within our corporate 
best interests to cooperate with any program 
which perpetuates these resources - such 
as the Sustained Yield concept in timber - 
and mining practices which are in the public 
interest, both economically and aesthetically. 

This we owe to the more than 2 million 
British Columbians and 20 million 
Canadians, urban and otherwise, who depend 
on resource-oriented companies for their 
livelihood, and to the public at large. 

Despite considerably reduced operations 
from which to generate earnings, and other 
adverse factors mentioned below, net profit 


Sources of Gross Profit and Other Income 


for 1968 increased to $479,449, as compared 
to $380,964 in 1967. Per share earnings also 
improved to 66¢ from 52¢ per share in 1967. 
These figures reflect 44% months of a strike 
of the WA against the southern interior 
forestry industry, stopping lumber production 
from October, 1967 to May, 1968, but are 
partially offset by rising lumber prices the 
last half of the year, and coal production for 
only the first two months of 1968. A major 
contribution to net profit came from dividends 
on the Kaiser shares held by the company 
and from cash payments by Kaiser. 
Additional contribution to earnings came 
from The Transpacific Export Corporation 
whose net profit was up from $62,000 in 1967 


TOKYO 


SEATTLE 


The Company’s foreign trading operations have 
been further expanded with the opening of offices in 
San Francisco and Mexico City. 


to $86,000 in 1968. Outlets were added in 


San Francisco and Mexico City, the latter 
through acquisition of existing import-export 
operations. Through its Tokyo and Seattle 
offices, Transpacific continues to represent 
the Great Northern Railway in development of 
increased freight in Japan for movement 
over the GN’s rail system in North America. 
As noted in this report’s list of 
subsidiary companies, the principal assets 
of Crow's Nest Pass Electric Light & 
Power Company were sold on December 31 
to the B.C. Hydro and Power Authority. 


While our emphasis must be on forest 
products, substantial funds were allocated to 
exploration during 1968 and this is a 
program that will continue. 

Prospects for sustained long-term growth 
of the Company appear excellent and 
completion of our new Elko complex finds us 
in a booming market for our lumber products. 

We sadly note the death, on October 6, 
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Property map shows the location of Crows Nest 
Industries’ lands in the East Kootenay region of British 
Columbia. The coal reserves under a portion of these 
lands have been sold to Kaiser Coal Ltd. 


The Crows Nest bench, overlooking the 

city of Fernie, is one of the substantial blocks of 
property made available for new housing to 
accommodate employees attracted by expanded 
coal and lumbering operations. 


1968, of Mr. C. O. Jenks, Director Emeritus 
since 1965 and prior to that, a Director since 


1957. A resolution reflecting our deep 
appreciation of Mr. Jenks’ service to the 
company was recorded and sent to his 
widow and son by your Board. 

We were pleased to welcome as a Director, 
that same month, Mr. Neil B. Ivory of 
Montreal, President of Woodford Investments 
Ltd., and a Vice-President and Director 
of Arbuckle, Govett and Company. 

Crows Nest is proud of its role in making 
Balmer coal one of the most sought-after 
minerals in the world, through aggressive 
pursuit of a feasible mining and transportation 
program which eliminated the need for 
further government subsidies. 

We take even greater pride in our role in 
bringing to Canada, in Kaiser, a company 
known not only for its technical excellence, 
but for its history of having improved the life 
of every community where it has lived. 

Far greater than anything either Kaiser or 
Crows Nest Industries will realize as a just 
return on investment is their continued 
commitment to a policy of expending 
substantial financial and technological 
resources for the overall benefit of its 
region, British Columbia, and Canada. 


a PO ay 


THOS. F. GLEED, Chairman. 
March 27, 1969. 


CROWS NEST INDUSTRIES LIMITED 


(incorporated under the laws of Canada) 


AND WHOLLY-OWNED SUBSIDIARY COMPANIES 
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CURRENT: 


‘Fermide@ posit s:22 986 ecient sien ernie eee 
Marketable securities at cost, which approximates market value.... 
Accounts receivable esc sh ae a a atin ee 


INVESTMENT IN SHARES OF KAISER STEEL CORPORATION 


(market value approximately $23,000,000) (Note 2)................ 


FIXED (Notes 1 and 3): 
Forest Products — 


Timber cutting rights and real estate less accumulated 
depletion: of $/32:773:(1967-—-3992,452) iin oa er 


Plant and equipment less accumulated 
depreciation of $1,967,155 (1967 - $2,052,721)................ 


Construction in:progressy.cn fa tee gee 
Petroleum and natural gas - 


Acquisition and productive development costs less 
accumulated depletion of $2,531,388 (1967 - $2,496,914)..... 


Production equipment less accumulated 
depreciation of $832,342:(1967,=$/36)924) sees as 


Coal Mining - 


Mines, real estate, plant and equipment less 
accumulated depreciation of $13,503,476................020..55. 


OTHER: 


Mortgages receivable 
Refundable deposits 
Deferred. expenses ic: ho, Tiss shai tans htt os lor enact ona a) oR ae 
Special refundable tax 


See accompanying notes to consolidated financial statements. 


1968 


$ 458,787 
1,312,000 
11,605 
1,900,611 
3,118,622 
573/99 


6,859,424 


12,186,495 


1,691,221 


T,O9s223 
2,271,670 


963,240 


418,028 


6,441,382 


43,549 
227,805 
575,622 

38,026 


885,002 
$26,372,303 


1967 


$ 92,015 
9,205 
1,416,682 
31395127 
148,969 


4,805,998 


1,620,608 


1,564,161 


1,013,422 


497,804 


5,509,132 


10,205,127 


93,002 
2ot95 
1,148,308 
38,479 


1,472,384 
$16,483,509 


CURRENT: 
Bank loans and overdraft (Note 4). 70.600 
Accounts payable and accrued charges...................... 
Income and other taxes payable... 62... eo es 
Instalments of loans payable due within one year........... 


TotalscuRrent- llabilitieSiie tc eke ee 
BEN een ES CE CINOLE: Ah) ote sires sce SN en er See sae 
DEERE La NGOME TAKES (NOt L) see ee ee 


SHAREHOLDERS’ EQUITY: 
Capital (Note 5) - 
Authorized - 
25,000 3% cumulative redeemable preferred shares 
of $100 par value each 
1,250,000 common shares of $8 par value each 
Issued —- 

793,225 common shares (1967 - 788,600)............ 
Conthouted surplus (Statement: 2) sacs ee os ne ee 
CADE SUPP UIS tae Moki te Gee Oy iti ta nl tw libre ane eon aeraue id tal 
Parnes surplus cotatementi2), ch0% sore uaa gl ea Seren 


Less 62,050 shares of parent owned by subsidiary at cost 


On behalf of the Board: 
T. F. GLEED, Director. 
F. D. PRATT, Director. 


1968 


$ 5,006,250 
2,502,011 
LT 167 


7,625,448 
1,400,000 


204,358 


6,346,667 
111,625 
1,300,000 
10,159,689 


17-91 7,981 


775,484 


17,142,497 


$26,372,303 


STATEMENT 1 


1967 


$ 2,303,174 
£,665;141 
220; 128 
1393195 


4,333,201 
615,685 


1,431,800 


6,309,667 

60,500 
1,300,000 
3,208,140 


10,878,307 


775,484 


10,102,823 


$16,483,509 


CROWS NEST INDUSTRIES LIMITED 
AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


Balance, besinning Of VOan ee eS ein ie ee Ge eee Pee 
Add: 
Net profit forthe year;(Statement 3)). 2 ee ee 
Gain on sale of coal properties and related assets (Note 1).......... 


Deduct: 
Dividends pales oso seica rete ess Oe ey eae hacer ras ae ema 
Provision for loss on retirement of sawmills (Note 3)................ 


Balance, end of: year ar ieycrs hcg cy foie ae ee ee cece a 


CONTRIBUTED SURPLUS 
Balance; beginning Of yeaa sirens ee a ee en ie eet 


Excess of proceeds of sales of common shares during the 
year-over: par: value thereof; (Note 5) iia. ete a ee 


Balance, end of year 124 ce ie cae ak sate ae a ieee Warne oe tea 


See accompanying notes to consolidated financial statements. 


1968 
$ 3,208,140 


479,449 
7,485,125 


11,172,714 


548,025 
465,000 


1,013,025 
$10,159,689 


$ 60,500 


sabes 


Die wilco 


STATEMENT 2 


1967 
$ 3,371,432 


380,964 


3;/52,396 


544,256 


544,256 
$ 3,208,140 


$ 45,000 


15,500 
$ 60,500 


CROWS NEST INDUSTRIES LIMITED 
AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


Sales: 
Coal and coke 


Forest products 


Petrolebiriaird natural Sasit nce oa ar poh Oe he i tien EG Por 


Cost of sales: 
(COalnattCeCOKC reas cere ean eae Ca Iwate tune) Lich ory Siicne ct Rie mena 


Forest products.......... ESSN ONG ire Poi aise oo tate a Cin et 
Pemoeuriecatich natural Sasi. wu ein aera SRS ue aN 


CEP AE SL aa TRG rae gt ale aS ae RT aN ee 


Expenses: 
CSM Onar aC caCisMiStlAallVEy cues os Siiha ced wawisis yhethgureiee eile stan ekg 
Ap) Sy TEES eg Yeoh nS Fee Leds the olla a Gta eA A Or a eA ne 
CME) 92 (ALENT atti Sh RE are a en a i Rag Phas Sn bo 
SE Loonie meee eR in cea cen Tig inte Te, ules aah Nui at oie peli a 
EB pipnelOnamoce CVELODING Mths vn. ured Mira vk e side 4 Soave olpman tay P bd 
ORS SRI aS CaM re eee nly ar Tein he ag pee) Wg bran aoe eon ache ae 


REOhtED GLONCROUKIC TET TICONl Get ine noes ck nu an sey aan eee ti cnm meni te icikinan boas 
Other income: 


Dividends and cash payments from Kaiser 
SALE ONAL IGT ALIOTE GIN OLE bo) iis auler wathee siaheia tN coi G pola KS Alege Cine Blah eas 


RUMIGYOA Wire Ta exon Reve | 2k Oe ae oh ome aR ce op RNa aN ere ie Nia, ae cE ea SCHR, 


See accompanying notes to consolidated financial statements. 


1968 


Db B07, 077. 


STATEMENT 3 


1967 


$ 8,168,608 


3,672,634 3,510,725 
556,358 548,754 
33630;158 3,656,104 
83,164 81,700 
12,001,891 15,965,891 
175/:7,941 6,178,243 
Pi BO,205: 3,105,674 
147,351 136,972 
5,366,190 3,420,792 
37,832 47,407 
9,866,269 12,889,088 
2,135,622 3,076,803 
1,010,254 797,662 
192,900 208,052 
424,563 907,960 
212,887 227,015 
221,425 10,232 
oes 196,070 
= 144,035 
2,062,029 2,491,026 
73,093 585,777 
597,718 ns 
92,599 72,801 
763,970 658,578 
284,521 277,614 
479,449 $ 380,964 


CROWS NEST INDUSTRIES LIMITED STATEMENT 4 
AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


1968 1967 
Source of funds: 
Operations — 
Net protit-for the yearn ccacne Seleucia se Gar mrnmticne mae ae base aire $ 479,449 $ 380,964 
Add amounts not requiring an outlay of funds - 
Depreciation:and depletions se c5 oven ad ei een en ee Oe 637,450 1,134,975 
Deferred inCOme taKes ayia eee eli anh ae ee nteec ea eia pee es 643 21,903 
Total funds trom-operations: 4. cgnc ee ae ae 17,542 1,537,642 
Increase: in loans: payable ce eee ae te aa ae tay emg Seve eam 1,340,983 301,018 
Proceeds from issue’ of-commion Shahesiny os eee ak en ie acme 88,125 30,500 
‘Lotal: Fumds Prowidedic: oie, oikc: eee Vue Ai Ai ae neers dei, 2,546,650 1,869,360 . 
Application of funds: 
Reduction in working capital arising from sale of coal mining 
assets'to Kaiser Steel:Corporation (Note 1) yi eas oes ee 560,826 — 
Expenditures on properties, plant and equipment and other assets (net) 2,676,620 1,740,348 
Dividends: to.shareholders.c 2 aia eso te rn tte eke tie eo ee 548,025 544,256 
Total. funds:applicdets7. ia Veta seal gor ce anna wren ae, SISA FA 2,284,604 


Decrease in. working capital y yi ne et ile ek a lnaties cobet a, anderen Caen $ 1,238,821 $ 415,244 


See accompanying notes to consolidated financial statements. 


To the Shareholders of 
Crows Nest Industries Limited. 


We have examined the consolidated balance sheet of Crows Nest Industries Limited and its wholly-owned 
subsidiary companies as at December 31, 1968 and the consolidated statements of profit and loss, earned 
surplus, contributed surplus and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of Crows Nest Industries Limited 
and its wholly-owned subsidiary companies at December 31, 1968, the results of their operations and the 
source and application of their funds for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta. CLARKSON, GORDON & CO., 
March 14, 1969. Chartered Accountants. 
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Pursuant to an agreement dated May 8, 1967, 
the Company, on February 29, 1968, sold its coal 
properties and related assets (excluding surface 
and other mineral rights) to Kaiser Steel Corpora- 
tion, in exchange for: 


(a) 351,351 common shares of Kaiser which have 
been recorded in the accounts at $12,186,495, 
being the value placed on the coal properties and 
assets by the Directors on May 8, 1967; 


(b) Cash payments receivable over the next suc- 
ceeding five years which, including future divi- 
dends on the Kaiser shares, will total approxi- 
mately $3,000,000 (of which $597,778 has been 
received and included in income in 1968); 


(c) The assumption by Kaiser of the Company’s 
Coal Production Assistance Act Loans of 
$556,668; 


(d) 50¢ per ton of coal produced and shipped 
from the properties after January 1, 1977 to a 
maximum amount of $34,000,000 which will be 
included in income as received. 


The resulting gain of $7,485,125 (after reversal 
of deferred income taxes of approximately 
$1,200,000 applicable to the coal properties) is 
included in earned surplus in the accompanying 
financial statements. 


The 351,351 shares of Kaiser Steel Corporation 
were received as partial consideration for the 
sale of the coal properties and assets (Note 1) and 
may not be sold by the Company prior to Decem- 
ber 31, 1969 without consent, which consent the 
Company believes will be given promptly upon 
request. Based on quoted market price at Decem- 
ber 31, 1968 the value of these shares amounted 
to approximately $23 million; however because 


of the number of shares involved and of the other 
factors referred to, this is not necessarily indica- 
tive of the amount which might be realized on 
sale. 


Depletion is provided on timber cutting rights and 
oil and gas interests on a unit of production 
method based on estimated remaining reserves 
of timber, oil and gas. Depreciation is provided 
on the reducing balance method based on the 
estimated useful lives of the plant and equipment. 


At December 31, 1968 the Company had incurred 
costs of $2,271,670 in connection with central- 
ized sawmill facilities being constructed at Elko, 
British Columbia. The total cost of this sawmill 
is estimated at $4,700,000. 


Since the existing sawmills will be retired on com- 
pletion of the new facilities, earned surplus has 
been charged with the estimated loss on retire- 
ment of $465,000. 


Bank loans and overdraft and loans payable con- 
sist of: 


Operating loans and overdraft...... $3,706,250 


Foreign exchange loan.............. 1,300,000 
TOLL CULFE NES cuthe eckson acs wetted ee 5,006,250 

Construction loan due 
DAN UARVRe aL POG Sete ki was 1,400,000 
$6,406,250 


Accounts receivable and inventories have been 
pledged as collateral security for the operating 
and construction loans and the foreign exchange 
loan is secured by hypothecation of the term 
deposit. 


CROWS NEST INDUSTRIES LIMITED 
AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


th end 
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8,250 shares are reserved under the Company’s 
4,625 common shares were issued during the stock option plan for this purpose. 
year to officers on exercise of options for $88,125 
cash. The par value of the shares issued, $37,000, 
was credited to share capital account and the 
balance to contributed surplus. 


Included in profit and loss is remuneration of 
directors and senior officers of $143,824 (includ- 
Other options may be granted to officers andem- ing remuneration of directors in their capacities 
ployees in the future, and, at December 31,1968, as directors and/or officers of $85,454). 


S 
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In addition to the construction employment, the new Elko mill adds 200 permanent jobs to the Crows Nest area. 
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